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INSIDE THIS ISSUE: 3 Reasons to Buy StOCkS

Confession of an

Investment Idiot p.3
Despite all of the gyrations in 2012, the market rocked. And it really

S&P 500 vs. Russell 2000 p.3 | ended the year with a bang. Did anyone really think the politicians
wouldn't pass something to avert the fiscal cliff?

KEY TAKEAWAYS Please.

= Near term overhang is gone But, enough of the past. 2012 is behind us and for some, it is a good
= Retail investors return and drive | thing. Here are 3 reasons to buy stocks:

ket high . . .
market higher 1. Goodbye fiscal cliff, hello more investment dollars.

Chart shows Russell 2000 beats the | market watchers may bitch and moan about it, the truth is that we
S&P 500 really won’t feel it for a while. In the meantime, with record low interest
rates and the average dividend vyield around 2.7% on the S&P 500,

growth stocks should rule the roost. Market bears would say that this

m-_ low dividend vyield is a classic “tell” that the market is overvalued, but

= \Valuations are attractive . . L. . e

Our take on the fiscal cliff compromise is anything but positive. How can
= Some big names are very cheap substantially higher taxes for most of Americans with little in the way of
= Ilamamoron spending cuts and a rise in the debt limit be good? Still, while some
=

KEY STATISTICS they offer no real substitutes for investment capital and anemic returns.
It is amazing that the market did as well as it did last year, and it is even
Index Close 2012 .
more remarkable that the gains of the last few years have not been
DJIA 13,104  7.3% broadly enjoyed by retail investors as mutual fund outflows have been
S&P 500 1426  13.4% heavy and consistent (5275B in total) since late 2008 and the market has
roared.
NASDAQ 3020 15.9%

Russell 2K 849 14.6% Institutionally, the best place for investment dollars is equities. Low P/E
S&P 500 stocks and high growth stocks will likely be big winners, along
(figures are rounded) with out of the box investment categories and real estate. These returns
will be further bolstered by the retail investor finally showing up late to
the dance, which could take stocks to an overvalued scenario later in the

year with retail investors once again holding the proverbial bag.
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3 Reasons to Buy Stocks (cont’d)

2. The January Effect may get the publicity but valuations are pretty favorable.

History is on our side with the January Effect as even the S&P 500 Index has been up 13 of the past 20
Januarys. Last year’s losers, low P/E stocks, along with high dividend plays, and stories typically rule the day.
We think that January through April should be pretty strong as fundamentals bear out favorable valuations.
Right now, the estimated 2013 P/E on the S&P 500 is around 13.8x and will probably peak with a gain of 15%,
reaching a P/E of 16x as money pours in. The Russell 2000 Index is trading with an estimated 2013 P/E of
around 16x, but the expected growth rate is much higher, which is why we think small stocks will be the
better plays in the short and long term. For example, using the IBES long term EPS growth rate forecasts, the
Russell 2000 2013 price-earnings/long term growth ratio (PEG) is less than 1.3x compared to the slower
growth PEG of 1.45x for large caps. This is an unusual situation that will likely right itself quickly which could
then be followed by a large cap rally.

3. The economy is still poor and monetary policy sucks, but it may not be getting worse.

Let’s face it. Unemployment is bottoming, real estate prices and activity are on the rise, China is pulling out
all the stops to continue growing at a fast clip and the European headache may not be so bad anymore. We
expect to see some real, albeit muted, revenue growth in 2013. 1Q13 GDP could be better than expected
fueling a strong Q2, at least for a while.

Oil stocks, which really haven’t done much should start to climb , along with a modest rise in oil prices. Those
with longer term horizons will continue to procure and invest in gold, along with other commaodities.

Is Apple (NASDAQ—AAPL) cheap? You tell me. It is trading under 11x FY13 EPS which by the way is a
September year. Not that | am necessarily advocating the following stocks, but they are worth a watch list
inclusion. Ford (NYSE —F) trades under 9x 2013 EPS and Dell (NASDAQ—DELL) trades around 10x this year
and next year’s EPS.

Any good news on auto sales should have a big effect on Ford and once the mess at Dell bottoms, a bounce is
likely to occur. Unless the PC is dead. It is funny. We are all about watching and using very small devices
(mobile devices like cell phones and tablets) and big-ass HDTV sets. If you believe Dell management can right
the ship, it could get interesting. Otherwise, Dell could be stuck right in the middle with nowhere to go and
expertise in only declining technology sectors.
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Confession of An Investment Idiot

Here is a little known secret. Like many of you, | am not very heavily invested in the market. Like you, | make
mistakes, even when | know better. But what happened to me on Monday, December 31, 2012 is really
pissing me off. And it is all self-inflicted. Here’s the story.

| have been waiting for the market to sell-off in response to the inevitable screw-ups in talks surrounding the
fiscal cliff. Specifically, | planned to use the sell-off on Friday, December 28th, to take a real flier and buy a
short-term, out-of-the-money call option on the Russell 2000 Index. A total gamble that could cost me the
whole investment. Despite my strong intention, | got sidetracked and never made the trade. Needless to say,

)

= Russell 2000

= 5&P 300 INDEX

‘n{‘
|

| could have made a boatload of cash.

Timing is everything folks, and if you are planning to
execute a trade, go ahead and do it. Don’'t be a
schmuck like me, thinking there is no sense of urgency
necessary. Prudence is important but staying the
course of your plan is even more important in
succeeding as a trader or investor.

| leave you with a chart that is worth a thousand words.
Check out the performance of the Russell 2000 Index
vs. the S&P 500 Index over the past 5 years, courtesy of
the CBOE. The trends are the same but the
performance of the small cap barometer is easily seen.

Until next week...
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Rob Goldman founded Goldman Small Cap Research in 2009. Rob has over 20 years of investment and company research experience as a senior research analyst and as a
portfolio and mutual fund manager. During his tenure as a sell-side analyst, Rob was a senior member of Piper Jaffray's Technology and Communications teams. Prior to joining
Piper, Rob led Josephthal & Co.'s Washington-based Emerging Growth Research Group. In addition to his sell-side experience Rob served as Chief Investment Officer of a bou-
tique investment management firm and Blue and White Investment Management, where he managed Small Cap Growth portfolios and The Blue and White Fund.

Analyst Certification

1, Robert Goldman, hereby certify that the view expressed in this newsletter report accurately reflect my personal views about the subject securities and issuers. | also certify
that no part of my compensation was, is, or will be, directly or indirectly, related to the recommendations or views expressed in this research publication.

Disclaimer

This newsletter was prepared for informational purposes only. Goldman Small Cap Research, (a division of Two Triangle Consulting Group, LLC) produces research via two
formats: Goldman Select Research, which typically highlights small cap and mid cap companies, and Goldman Opportunity Research, which includes micro cap companies.
The Select product reflects the Firm’s internally generated stock ideas while the Opportunity product reflects sponsored research reports.

It is important to note that while we may track performance separately, we utilize the same coverage criteria in determining coverage of all stocks in both research formats.
Please view the company’s individual disclosures for each engagement, which can be found in each company-specific report. All information contained in this newsletter and
in our reports were provided by the Companies or generated from our own due diligence. Our analysts are responsible only to the public, and are paid in advance to eliminate
pecuniary interests, retain editorial control, and ensure independence. Analysts are compensated on a per report basis and not on the basis of his/her recommendations. The
Firm has not been compensated nor does it expect to be compensated for the any research services for any of the other companies mentioned in this newsletter. Please read
the disclaimers found on the initiation reports and updates for compensation disclosure and research subscription terms.

The information used and statements of fact made have been obtained from sources considered reliable but we neither guarantee nor represent the completeness or accura-
cy. Goldman Small Cap Research did not make an independent investigation or inquiry as to the accuracy of any information provided by the Company, or other firms. Gold-
man Small Cap Research relied solely upon information provided by the Company through its filings, press releases, presentations, and through its own internal due diligence
for accuracy and completeness. Such information and the opinions expressed are subject to change without notice. A Goldman Small Cap Research report, note, or newsletter
is not intended as an offering, recommendation, or a solicitation of an offer to buy or sell the securities mentioned or discussed. This report or newsletter does not take into
account the investment objectives, financial situation, or particular needs of any particular person. This report or newsletter does not provide all information material to an
investor’s decision about whether or not to make any investment. Any discussion of risks in this presentation is not a disclosure of all risks or a complete discussion of the risks
mentioned. Neither Goldman Small Cap Research, nor its parent, is registered as a securities broker-dealer or an investment adviser with the FINRA or with any state securities
regulatory authority.

ALL INFORMATION IN THIS REPORT OR NEWSLETTER IS PROVIDED “AS IS” WITHOUT WARRANTIES, EXPRESSED OR IMPLIED, OR REPRESENTATIONS OF ANY KIND. TO THE FULL-
EST EXTENT PERMISSIBLE UNDER APPLICABLE LAW, TWO TRIANGLE CONSULTING GROUP, LLC WILL NOT BE LIABLE FOR THE QUALITY, ACCURACY, COMPLETENESS, RELIABILITY
OR TIMELINESS OF THIS INFORMATION, OR FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL, INCIDENTAL, SPECIAL OR PUNITIVE DAMAGES THAT MAY ARISE OUT OF THE USE OF
THIS INFORMATION BY YOU OR ANYONE ELSE (INCLUDING, BUT NOT LIMITED TO, LOST PROFITS, LOSS OF OPPORTUNITIES, TRADING LOSSES, AND DAMAGES THAT MAY RE-
SULT FROM ANY INACCURACY OR INCOMPLETENESS OF THIS INFORMATION). TO THE FULLEST EXTENT PERMITTED BY LAW, TWO TRIANGLE CONSULTING GROUP, LLC WILL
NOT BE LIABLE TO YOU OR ANYONE ELSE UNDER ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABILITY, PRODUCTS LIABILITY, OR OTHER THEORY WITH RESPECT TO THIS
PRESENTATION OF INFORMATION.

For more information, visit our Disclaimer: www.goldmanresearch.com
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